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Naval Postgraduate School 
BUSinESS BARomETER '70 
COST GROWTH ON GOVERNMENT CONTRACTS 
Today, more than ever before, the pro-
curement practices of the Department of 
Defense are under scrutiny by both the Con-
gress and the American public. One of the 
more popular subjects for criticism is the 
growth in costs (overruns) on government 
contracts. To ensure continuous accounta-
bility on contracts, the Secretary of Defense 
has designated 37 major weapon systems for 
regular status reports. 
On 25 September 1970, DOD Comptroller 
Robert C. Moot made public a summary of the 
Selected Acquisition Reports (SARis). This 
list compiles a summary of cost estimates 
and their respective cost growths. The fol-
lowing statistics are included as examples of 
some of the 37 systems (in millions of 
dollars and in percent cost growth): 




$1 ,081 $494 
F-14 8,202 77 
P-3C 2,265 286 
Mk48Torpedo 1 ,203 2554 
DO 963 4,177 0 
DLGN-38 3,980 1510 
LHA 1,380 48 
Army 
SAM-D 2,198 1216 
Cheyenne 126 76 
(R&D only) 
MBT-70 1,489 337 
Sheridan 363 93 
Shillegagh 339 157 
Ai r Force 
FlllA/C/D/E/2,924 3457 
F 
FB111 A 738 469 
C-5A 2,677 1632 
A7D 1 ,097 303 
8-1 10,108 0 
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The reasons for these cost growths are 
numerous. Revisions due to the uncertainty 
surrounding initial cost estimates, economic 
change (inflation for example), technological 
changes, ever-changing system performance 
requirements, and various schedule changes 
are all contributors to cost growth. In add-
ition, it should also be mentioned that the 
desire for Congressional approval has also 
contributed to low initial cost estimates. 
In a recent Defense Acquisition Study 
conducted by the National Security Industrial 
Association, the following recommendations 
for the elimination of the above problems 
were offered: 
"Th ere shoul d be early consultati on be-
tween DOD and Industry as to the state-of-
the-art, schedules, costs, and attendant 
ri s ks. Impl ementation of pl ans to perform 
early mission analysis .... should include 
assessment of technical risks and their impact 
on fund estimates. Assumptions, criteria, 
and historical data should be collected and 
integrated to establish and maintain a base-
line for projection of realistic ranges of 
cost, schedule and performance of major pro-
grams. Hardware demonstrations should replace 
paper studies to insure technological feasbil-




(Guest Lecture Series) 
As previously reported, Prof. Lane in 
his Procurement and Contract Administration 
course, has scheduled an interesting guest 
lecture series for this quarter. Among the 
guest lecturers who have spoken were: Mr. Wm. 
Colvin, Harbridge House Inc.; Capt. D. Aitken, 
USN, Naval Regional Procurement Office, 
Oakland; Mr. James Coyle, Lockheed Corp.; Mr. 
Charles Vincent, GAO, San Francisco; and Capt. 
I. Cockroft, USN, Commander Defense Contract 
Administration Services, San Francisco. 
The following speakers are presently 
scheduled for the remainder of the quarter: 
-OVER-
MN 4171 (Cont.) 
13 Nov. Representatives from Industry (to 
be announced). 
20 Nov. Prof. Dean Pace, UCLA. Author 
of "Negoti ati ons and Management 
of Defense Contracts. II 
27 Nov. Mr. G. Bannerman, Vice President 
of Finance, University of Calif. 
(Former Assist. SECNAV, I&L). 
4 Dec. The Hon. Mr. F. Sanders, Present 
Assistant SECNAV for Installations 
and Logistics. 
Only a limited number of seats are 
available for these lecture-lunches held 
in LaNovia from 1200-l400. Interested 
personnel should phone 2041 for reserva-
tions. 
********** 
1970 UNITED FUND DRIVE 
The 1970 Monterey Peninsula Community 
Chest United Fund Drive at the Naval Post-
graduate School is rapidly drawing to a 
close. See your Keyman today with your 
gi ft or pl edge. 
********** 
ATTENTION 
Personnel who wish to contribute articles 
of interest for publication in the Business 
Barometer should contact the below listed SMC 
numbers. 
Any comments and opinions are appreciated, 
and should be directed to SMC 2401 or 1675. 
